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SUBJECT: The Grants Management Center’s Operations

As part of the Office of Ingpector Generd’s on-going review of the Department of Housing and Urban
Development’s (HUD) progress in implementing HUD’ s 2020 Management Reform Plan (HUD 2020),
we completed an audit of the Office of Public and Indian Housing's Grants Management Center
(GMC). The report contains two findings.

Within 60 days, please provide us with a satus report of corrective actions taken on each
recommendation made in this report. The satus report should be prepared in accordance with
Appendix 6 of HUD Handbook 2000.06 REV-3 and should include the corrective action taken or
proposed corrective action and the date to be completed, or why the action is considered unnecessary.
Also, please furnish us copies of any correspondence or directives issued because of thisreview.

Should you have any questions, please call me at (202) 501-1330.



Executive Summary

As part of the Office of Ingpector Genera’s on-going review of HUD’s progress in implementing HUD
2020, we completed an audit of GMC to determine whether GMC is operating as intended, and
whether consolidation of the grant process resulted in increased efficiency.

PIH created GMC to sreamline and incresse the efficiency of those activities pertaining to categorica
and formula grant programs. Our evauaion showed that consolidation has streamlined PIH's grant
processng activities, and that the mainstream programs and Operating Fund grants were awarded
properly. However, GMC's management could not demondrate that the saff complied with
established procedures when rating and ranking grant gpplications or that it had increased the efficiency

of the grant process.

Rating and ranking
procedur es not followed

Baselines and goals not
established

Recommendations

GMC daff did not comply with procedures established to
assure continuous supervisory review of the Resident Service
Delivery Modds Program (Resident Service) grant rating and
ranking process. As a result, reviewers avarded scores that
contained arithmetic errors and were unsubstantiated by thelr
written comments. Therefore, GMC ranked applications for
funding and compiled the ligt of best-quaified gpplicants for
funding based on unsubstantiated scores.

GMC management did not compare actual operations to
planned or expected results. Instead, GMC tried to link its
activities to HUD’s drategic goas (see Appendix A).
Therefore, management could not show how efficient the grant
process has become as a result of the creation of GMC.
Further, GMC had not edtablished basdine information or
gpecific performance goals and indicators gpplicable to grants
management.  Without such basdine information, gods, and
indicators, GMC was unable to truly demonstrate that it rad
increased the efficiency of the process.

To help assure that Resident Service applications are thoroughly
and objectively reviewed, scores are subgtantiated by
comments, and errors are mitigated, we recommend that
GMC's director assgn an individua, a least one leve of
management above the grant adminigtrator, the responsbility for
monitoring and testing controls over the grant rating and ranking
process.
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Executive Summary

To improve the management of GMC, we recommend that
GMC'sdirector: (1) develop basdline information; (2) establish
performance gods to monitor performance in terms of qudlty,
timeliness, and cost; and (3) develop key performance
indicators that compare actua performance to gods.

We provided a draft of this report to the General Deputy
Assstant Secretary of Public and Indian Housing and other
senior HUD management officids on May 14, 2002, for
comment. We hdd an exit conference with GMC officids on
June5, 2002. The Gengd Deputy Assstant Secretary
provided her written response to the draft report in a
memorandum dated June 28, 2002. We have summarized and
evduated the response in the findings and included the
memorandum in Appendix B of this report.
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| ntroduction

To improve its operations, HUD developed HUD 2020 to focus on managing programs and people
more responsbly and efficiently. HUD 2020 redligned HUD dong functiond lines, placing greater
reliance on automation, contracting out, and consolidating adminigtrative and routine paperwork
functions in “back office’ processng centerss HUD bdieved that consolidating adminigirative and
routine paperwork functions into more efficient “back office’ processing centers would free field office
daff to better deliver and oversee program activities. For example, before HUD 2020 PIH used a
hybrid process for processing grants that involved both headquarters and field office staff. Field office
daff screened grant applications to determine whether the applications were complete and received on
time and the applicant was digible to receive a grant. In the case of categorica grants, headquarters
scored and ranked applications, sdected applicants for avard, and made funding assgnments. In the
case of formula grants, headquarters applied the formula and mede funding assgnments. After
headquarters completed its processing, the field offices assumed responghility for executing grant
agreements, monitoring the grants, and closing out the grants.

HUD 2020 centrdized the PIH grant processing responsibilities for categorica and formula grants into
one grants center (GMC). The creation of GMC was intended to streamline and increase the efficiency
of the administrative functions pertaining to PIH categorica and formula grant programs.* The primary
reason for creating a Sngle grants center was to increase uniformity and standardization of the process.
HUD believed that increased uniformity and standardization would result in a more streamlined grant
process.

GMC became operationa in October 1998. In December 2000, GMC had a gaff of 27 full-time
employees. GMC adso paid gpproximately $1.5 million for contract support to assist in processing
grantsin atimely manner. The contractor is expected to perform arange of activitiesincluding:

Develop an overdl GMC Support Plan and specific Grant Review Support Plan for each grant
review.

Assst GMC in obtaining reviewers with the appropriate expertise and sKills to assess gpplicants for
funding.

Provide logistical support for each grant review.

Assg with reviewer training.

Design and deve op training tools/documents and standard Grant Review Guidebooks.

Provide ongte database support, including deata entry, validation, reconciliation, quality control and
modifications as necessary.

Prepare funding notification documents.

Prepare status, progress, and ad hoc reports documenting the review process, results, and annua
summary of GMC accomplishments.

Track funding and related activities and reconciliation of actua statusin funding cycle.

! Excludes Office of Native American Programs.
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Introduction

GMC performs some gant-processing activities previoudy performed by multiple PIH headquarters
and fidd offices. However, PIH headquarters and fidd offices maintained responsbility for the
assignment, reservation, and obligation of funds as well as monitoring grantees. GMC's Categorica
Grants Processing Division is responsible for conducting the categorical grant gpplications process. This
includes reviewing, rating, and ranking agpplications and providing PIH headquarters program offices
with a lising of the find ranking of applications digible for funding. GMC's Formula Grants Processing
Divigon is responghble for adminigtering and processing formula grants.  This includes determining the
grant amount for each Public Housing Authority, notifying grantees of their grant awards, and preparing
grant gpprova and fund reservation/obligation documents.

In FY 2000, GMC processed grant awards for categorica programs totaling approximately $540
million and formula programs for $6.1 billion. In FY 2001, GMC processed grant awards for

categoricd programs totaing approximately $660 million and formula programs totaing $6.2 hillion.

These grants included the categorica grants of the Housing Choice Voucher program (formerly known
as Section 8) and the Resident Opportunities and Self Sufficiency Program, as well as the formula grants
for the Public Housing Drug Elimination Program, the Capital Fund Program, and the Operating Fund
(Table 1).
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Introduction

Audit objectives, scope,
and methodology

The objectives of our audit were to evauate whether GMC was
operating & intended by HUD 2020 and the consolidation of
the grant process has resulted in increased efficiency.

We performed fiddwork a HUD headquarters and GMC
offices located in Washington, DC. We focused on GMC's
operations during the FY 2000 and FY 2001 grant cycles.

The evidence gathering and analyss techniques used to
accomplish our objectives included obtaining an understanding
of:

How GMC should operate by reviewing key documentsin
the transfer of grant processng responsbilities from PIH
headquarters program and field officesto GMC;

The nature and organization of GMC and the functions it
performs

GMC's program operations controls;

The results of Front-End Risk Assessments performed by
the Chief Financid Officer’s Office; and

How GMC administered the FY 2000 dlocation of funds
under the Operating Fund.

We flowcharted PIH’s procedures (prior to and subsequent to
the formation of GMC) for awarding categoricd grants to
determine  whether consolidating  activities under GMC
streamlined the grant processng function.

In addition, we evaluated the effectiveness of controls over the
section of gpplications for funding by sdecting three
categorica grant programs (Section 8 Mainstream 1- and 5
year programs and the Resident Service program).

Maingtream applicants were awarded funding based on a
lottery. We randomly selected 50 of the 538 gpplications
for detailed review.

Resident Service applicants were recommended for funding
based on rating and ranking factors assgned by GMC. We
randomly sdected 50 of the 249 gpplications reviewed
during the FY 2000 grant cycle and 51 of the 126
goplications funded during the FY 2001 grant cycle for
detalled review.
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Introduction

We dso interviewed GM C management and staff.

We conducted the audit in accordance with generaly accepted
Government Auditing Standards.
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Finding 1

Resident Service Applications Were Improperly

Ranked

GMC dgaff completed reviews of the Resident Service grant gpplications in a timey manner, had
controls procedures to ensure fair assessments of gpplications, and defined oversght roles and
responsibilities. However, the staff did not comply with procedures established to ensure continuous
supervisory review of the grant rating and ranking process. This led to scores that were arithmeticaly
incorrect and unsubstantiated by reviewers written comments.  As a result, GMC provided the
decison-makersalist of eigible applicants based on unsubstantiated scores.

Resident Service
application review and
selection process

GM C processed
applicationstimely

The Notice of Funding Avallability (NOFA) required three
reviews for the Resdent Service program. The NOFA
required a review to: (1) determine if an gpplication was
complete and submitted on time; (2) determine if an goplicant
was digible and (3) score gpplications based on five rating
factors. To be congdered for funding, a minimum score of 55
was required in FY 2000 and 70 in FY 2001. The maximum
score an gpplicant could receive was 102 and 104 points
respectively.  To accomplish these reviews and score
gpplications, GMC formed review teams comprised of team
leaders and reviewers to review Resdent Service applications.
A grant administrator was to oversee the entire process to
ensure that reviewers and team leaders reviewed applications
thoroughly and objectively.

HUD designed its sdlection process to achieve geographic
diversty of grant awards throughout the country. To
accomplish this, HUD sdected the highest ranked gpplications
from each of the ten Federd regions for funding. After round 1
HUD sdected the second highest ranked applications from
each of the ten Federa regionsfor funding. HUD continued this
process until the last complete round. HUD made awards to
those remaining applicants in rank order regardiess of region
and fully funded as many applicants as possble. The result was
that HUD awarded $30,361,275 to 113 applicantsin FY 2000
and $34,343,172 to 126 gpplicantsin FY 2001.

GMC completed reviews of Resident Service gpplications in a
timedy manner and can measure whether saffs processed
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Finding 1

Controlsprovidefair
assessment of
applications

goplications according to edablished milestones and
management's needs. GMC implemented the following
processes to assure timely processing of gpplications:

A system that tracks and measures the time it takes to
process grants and notify gpplicants of grant awards.
Schedules that delineaste the steps and tasks to be
performed and target dates for their completion. These
schedules measure the time it takes to process gpplications
from the time GMC receives an gpplication through the fidd
offices execution of grant agreements and obligation of
grant funds.

Staff meetings to assess progress toward meeting milestone
dates.

Reports that measure progress toward completion of all
reviews and the announcement of grant awards and
obligation of funds.

We believe that these processes hep minimize and prevent
delays because GMC daff can quickly determine where the
problems are and can take corrective action immediately.

GMC established appropriate grant application review controls
to help reviewers fairly assess the merits of each gpplication.
Reviewers received traning on how to score applications
againg program criteria and how to prepare comments that
substantiated their scores. Further, GMC prepared operating
procedures and a reviewer’s guide (ROSSYRSDM Reviewer’s
Guide) that clearly defined the reviewer’s responshilities and
how the reviewer was to screen, review, and score
aoplications. For example, Section 5 of GMC's Operating
Procedures for the Resident Service program required that two
reviewers evauate each gpplication and that they: (1) score
goplications consgtent with the comments provided; (2)
double-check scores to make sure that the scores had been
entered correctly; and (3) match each factor and sub factor
score to fina summary scores for arithmetic errors. GMC's
operating procedures aso required reviewers to prepare
drength and wesakness comments that were specific, not
generd; and provide specific information about which eement
of the criteriawas being considered and where the weakness or
strength was located in the application.
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Finding 1

I neffective fulfillment of
oversiaht responsibilities

Although GMC edtablished procedures to assure that staff
evauated Resdent Service gpplications fairly, we found that
upervisory reviews were ineffective.  Specificdly, the rating
and ranking process did not ensure that PIH funded the best
gpplications and the most innovative idess.

FY 2000 Grant Cycle. Thiscondition isdirectly attributable to
the team leaders and grant administrator not providing the
necessary oversght, verification, and reviews of the team’'s
score sheet.  Even though reviewers, team leaders, and he
grant administrator sgned the score sheets, three score sheets
contained arithmetic errors and scores for 42 of the 43
goplications digible for funding were unsubstantiated by the
reviewers comments. The arithmetic errors we found were not
ggnificant and did not result in incorrect funding; however, such
lax controls could result in less qudified applicants receiving
funding for this very competitive grant program (less than 50
percent of the applications were funded). Errors such as these
would tave been identified and corrected by the team leader
and grant adminigtrator had they executed their established roles
and respongbilities.

The written comments made by the reviewers did not
substantiate the scores assigned to various factors. In one
instance, a reviewer awarded 102 points, the highest score
possible, but the reviewer’s comments stated that the applicant
“meets criteria” Nether this reviewer’s team leader nor the
grant administrator required the reviewer to provide more
gpecific comments to substantiate the maximum score.

We dso found other instances where it was not evident that the
reviewer even reviewed the gpplication. These ingdances
typicaly occurred when one reviewer awarded the maximum
score to a factor and another reviewer awarded a score
gonificantly lower for the same factor. Some of these
conflicting comments are shown in Table 2.
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Finding 1

Table2: Conflicting Review Comments

Reviewer No. 1

Reviewer No. 2

Applicant showed no prior experience - Applicant demonsirated experience

Applicant did not provide MOUs or - Applicant presented documentation

other documentation

No MOU or written agreement - Applicant supports the verbiage with a
MOU

Applicant did not address this

Applicant provides MOUs and | etters

Applicant does not provide anarrative - All criteriaare met

No program in jurisdiction

Terrific coordination

Applicant fails to address

Applicant addresses

Generdly, we found that reviewers whose descriptions of an
gpplication’s strong and weak points were less specific tended
to score gpplicants higher than other reviewers. As a reaullt,
applications scored by these reviewers were more likely to be
funded.

FY 2001 Grant Cycle. Although the qudity of reviewers
written comments improved sgnificantly for the FY 2001 gant
cycle, the supervisory reviews were ineffective in assuring that
scores were substantisted by reviewers  scores  written
comments.

Even though team leaders and the grant administrator reviewed
score sheets, scores assigned to 30 of the applications we
reviewed were not substantiated by the written comments. As
in FY 2000, reviewers comments were not specific, detailed
and concise, or evauative and referenced to the gpplication.

Nether the team leaders nor the grant administrator required
reviewers to provide more specific comments to substantiate
their scores.  Consequently, the amount of resources spent on
reviewing gpplications did not ensure substantiated scores.

Another qudity control deficiency included changes being made
to score sheets or strength and/or weakness statements without
the person making the change initiding the change Ten
undocumented changes were made to the 51 gpplications we
reviewed. These changes resulted in an average increase of 7
points (arange of 1 to 16 points) in the gpplicant’ s fina score.
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Finding 1

Applicationsranked based
on unsubstantiated scores

The poor quality controls over the rating assgned to the
Resdent Service applications submitted for funding raised
concerns about the recommendations forwarded to the
Assgtant Secretary for PIH for sdlection and subsequent
awards. Specificdly, GMC provided the decisonr-makers alist
of gpplicants for funding that were ranked on incorrect and
unsubstantiated scores.  Therefore, GMC did not ensure that
the best-qudified gpplicants received funds to perform Resident
Service program activities Also, centraization of the grant
processing activities has had no pogtive effect on the mitigation
of inconsstent and nonobjective grant reviews. Moreover, the
gpplication rating process does not help demongrate that PIH
can efficiently manage its grant award process thus restoring the
public’ strugt in HUD.

Auditee Comments

The GMC Director dates that efforts are dready underway to
drengthen the review and ranking of gpplications that should
provide reasonable confidence that application scores are
accurate and gppropriate. GMC now enters individua scores
for dl components of a rating factor into its database. The
database performs edits and checks for potentid errors.
Consequently, the scores used for the find recommendations
are mathematically correct. Further, the database produces
error reports where data entered for any rating element is not
within the range of possble parameters or inconssent with
predefined options.  Applicable corrections are determined,
verified, and made in the database.

OIG Evauation of
Auditee Comments

GMC's efforts to strengthen this area aong with the assgnment
of an individua to monitor and test compliance with grant rating
and ranking procedures should help ensure that saff are
complying with established procedures.

Recommendations

We recommend that GMC' s director:
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Finding 1

Assgn an individud, a least one level of management
above the grant adminigtrator, to monitor and test
compliance with the grant rating and ranking procedures
established in the ROSS'RSDM Reviewer’s Guide.
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Finding 2

GMC Needs To Develop Basdaline Information
And Performance Goals And Indicators

Consolidating PIH’s grant processing activities into GMC has sreamlined the grant function as intended
by HUD 2020. However, GMC was unable to demondirate that it has increased the efficiency of the
grant process. Ingtead of establishing GMC specific basdline information and performance gods and
indicators, GMC tried to link its activities to HUD’ s drategic goals.

|
Compaing PIH's grant processng activities before and
Consolidating activities subsequent to the creation of GMC shows that PIH has
within GMC has sreamlined its grant processing activities. Before the creation of
streamlined grant GMC, PIH used a hybrid process involving both headquarters
activities and field gtaff to process, review, and award grants. Field offices

performed the initid screening and review of grant gpplications
then forwarded the screened applications to headquarters. In the
case of categorical grants, headquarters scored and ranked those
gpplications, selected applicants for award, and made funding
assgnments. In the case of formula grants, headquarters ran the
formula and made funding assgnments. After headquarters
completed it's processing, the fidd offices executed the grant
agreements, provided on-going monitoring of the grant, and
conducted the grant closeout.

An August 1999 Office of the Chief Financid Officer assessment
of GMC found that the objective to dreamline the grant
gpplication process had not been achieved because extensive fidd
office daff involvement was required in 1998 and 1999.
Beginning with the FY 2000 grant cycle, HUD’ s Super Notice of
Funding Availability required grant gpplicants to submit their
goplications to GMC. That change dlowed the flow of
information to become smpler or streamlined. The key reason
for thisis that GMC no longer used fidd staff to help process and
review grants gpplications.

Although PIH has dreamlined the grant processing activities in
Efficiencies not documented accordance with the HUD 2020 concept, we could not evauate
whether HUD’ s consolidation of the grant process has resulted in
increased efficiency because GMC did not develop or provide
the decison-makers with data on how efficiency has improved.
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Finding 2

Our review of key documents show that HUD did establish
performance measures based upon processing grants timely,
efficently, and with integrity. Timely notification of grants awards,
and minima complaints by applicants were dso included as
standards for measuring GMC's success. However, GMC
reported that its “role in increasing the efficiency of the grants
management process supports HUD's mission of providing a safe
and decent home, a hedlthy environment to raise children, and
opportunities for a better way of life” GMC's criterion for
measuring an increase in efficiency is inadequate because there
are no documented benchmarks that can be used to measure the
actud increasesin GMC' s efficiency.

We aso could not determine if the grant consolidation process
resulted in increased efficiency because GMC did not establish
quantifiable performance indicators. We believe that quantifiable
performance indicators are important because they can be used to
measure GMC's actuad progress againg its stated gods. While
GMC's performance indicators should relate to HUD's overdl

god, they should dso measure the increase in qudity, timdiness,
and cost of processng grants. Specificdly, the performance
indicators (as defined in HUD’s Business Process Improvement
Handbook) should have the following minimum attributes:

Measurability (can be caculated from reedily available data);

Conggtency (there is no ambiguity as to what should and
should not be counted/measured);

Controllability (achievement of the key performance indicator
is within the control of the organization, divison, or
individud);

Communicability (can be easily explained to both internd and
externa audiences);

Timeliness (can be measured at the required frequency);
Comparability (can be related to past performance); and

Resllience (resstant to manipulation).
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Finding 2

Since key performance measures were not established, we believe
that GMC will be unable to measure whether the consolidation of the
grant process has resulted in an increase in efficiency until it:

Deveops higtorica basdline/benchmark information; and
Deveops quantifidble indicators that directly relae to its

operations and regularly compare these indicators againg
performance goals.

Auditee Comments

GMC feds that our recommendations are unclear and asked for further
guidance as to basdine and measurement information requirements.
Also, GMC asked us to remove the statement “GMC management did
not compare actua operation to planned or expected results, instead
tried to link its activities in HUD’s drategic goas’ from the report.

GMC management dates it does not solely link activities to HUD's
Strategic and Business Operating Plan’s gods and objectives. GMC
management dtated that they use tracking tools to compare actud
operation to planned or expected results. Further, snce Appendix A is
irrdlevant, we should remove it from the report.

OIG Evduation of
Auditee Comments

We did not intend GMC to obtain pre-GMC information. GMC
should basdline data on the current process that provides the
metrics againg which to compare improvements. GMC should
request assstance from the Office of the Chief Information Officer
(OCIO) for sdecting and developing performance measures,
establishing basdines, and tracking progress. Further, the OCIO
can monitor GMC's efforts to ensure compliance with the
procedures set forth in HUD's Business Process Improvement
Handbook (Directive 3250.1).

We do not consider it necessary to change the report because the
gatement “The GMC's role in increasing the efficiency of the
grants management process supports HUD’s mission of providing
a safe and decent home, a healthy environmernt to raise children,
and opportunities for a better way of life’ and Appendix A comes
directly from The Grants Management Center’s Annua Report.

While GMC may use management tools to track results, they do
not provide decisonr-makers with data on how efficiency has
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Finding 2

improved. Further, GMC has no documented benchmarks to
measure the actud increases in efficiency.

Recommendations

We recommend that GMC’ s director:

2A. Devdop basdine information for performance
comparisons.

2B.  Edablish goasto monitor performance in terms of qudity,
timeliness, and cost.

2C. Develop key performance indicators that compare
actua performance to goals.
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Management Controls

Management controls are the organization, policies, and procedures used by agencies to reasonably
ensure that: (1) programs achieve their intended results; (2) resources are used consistent with agency
mission; (3) programs and resources are protected from waste, fraud, and mismanagement; (4) laws and
regulations are followed; and (5) relidble and timdly information s obtained, maintained, reported, and
used for decison making.

We usd the following dassfication of management controls to

Scope of work help focus on determining their significance to the audit objectives:

Program_operations:  Controls over program operations
include policies and procedures that management has
implemented to reasonably ensure that a program mests its
objectives.

Vdidity and religbility of data: Controls over the vaidity and
reliability of data include policies and procedures that
management has implemented to reasonably ensure that vaid
and reliable data are obtained, maintained, and fairly disclosed
in reports.  These controls help assure management that it is
getting valid and religble information about whether programs
are operaing properly.

Compliance_with laws and regulations:  Controls over
compliance with laws and regulaions include policies and
procedures that management has implemented to reasonably
ensure that resource use is condgent with laws and
regulations.

Safeguarding resources.  Controls over the safeguarding of
resources include policies and procedures that management
has implemented to reasonably ensure that resources are
safeguarded against waste, loss, and misuse.

We determined that program operations controls were relevant to
the audit objectives. Therefore, we obtained an understanding of
GMC's program operations controls through a review of the
Front End Risk Assessments inquiries of HUD officids,
ingpection of documents and records, and tests of procedures.
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Management Controls

In peformance audits, dgnificant wesknesses in management
controls are identified as the key cause of deficient performance.
Significant wesknesses identified by our audit of GMC are:

GMC daff did not comply with procedures established to
ensure continuous supervisory review of the grant rating and
ranking process (Finding 1).

GMC management did not compare actual operationa data
to planned or expected results (Finding 2).
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Appendix A

GMC'sRoleIn HUD

HUD’s Six Strategic Objectives

GMC’'sRole

Increase Affordable Housing

Through the timely and efficient processing of applications for
the Housing Choice Voucher Program, GMC contributes to
loca communities efforts to increase affordable housing.

Reduce Homel essness

As part of the application review process for various Housing
Choice Voucher Programs, GMC reviews community plans
formulated to address homeless issues.

Fight for Fair Housing

GMC promotesfair housing through proactive oversight of
submissions regarding compliance with Federd anti-
discrimination laws. In conjunction with FHEO, GMC
reviews compliance requirements for Title VI of the Civil
Rights Act of 1964, Title VII of the Civil Rights Act of 1968
(Fair Housing Act), and the Americans with Disabilities Act.

Promote Jobs and Economic
Opportunities

GMC promotes jobs and economic opportunities through such
grant programs as the Housing Choice Voucher and the
ROSS Programs. The Housing Choice Voucher Program
provides low-income families the ability to find housing neer to
employment and supportive services. The ROSS Program
provides needed technica assstance and training to residents
of public housing that assists them in becoming employed and
Hdf-aufficient.

Empower People and
Communities

Through programs such as the Housing Choice Voucher
Program, PHDEP, ROSS, and the Capital Fund, GMC
provides the resources for PHAs to conduct the activities that
empower and provide a better quality of life for the resdents
of public and asssted housing.

Restore the Public Trust

Through the streamlining and standardization of the processing
of grant gpplications, gppropriate oversight, and fiscally sound
use of HUD resources, GMC demonstrates that HUD can
efficiently and effectively manage its grants programs, restoring
the public’ s trust in the Department.
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Appendix B

Auditee Comments
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MEMORANDUM FOR: Saundra G. Elion, District Inspector General for Audit,
Capital District, 3GGA

. )
' bl a . .,
THRLU: Paula O Blunt. General istant Secretary for Public and Indian Housing, P

FRlM m:g:lféﬁﬁ/ D@fﬁﬂaﬂmmm Center, PG

SUBJECT: R:mue to DRAFT REPORT Office of Inspector General Audit Report -
The Grants Management Center’s Operation

In accordance with the exit conference held on Wednesday June 5, 2002 with Mr. James Gleason
of the Office of Inspector General (01G) and representatives of the Office of Public and Indian Housing,
Grants Management Center (GMC) management, 1 offer you the following comments to record the
discussion of the recommended changes to the DRAFT Subject Report.

In general, the report presented a fair picture of the operation of the GMC, but failed 1o
emphasize that of the three programs reviewed, only one program had a single finding ROSS-RSDM
while the other two programs (Mainstream and Operating fund) were deemed to be operating well. We
ask that the Executive Summary be revised to refloct this fact. The report did not fully explain finding #2.

However, the draft audit report did make several positive comments regarding GMC internal controls and
other procedures that were being implemented at the GMC. 1 would like to complement the audit team
and the GMC Management team that worked cooperatively during very busy times at the GMC in
developing this audit report which | hope will assist in improving the operations at the GMC,

Specifically for each finding and associated recommendation(s), | recommend the following
maodifications and auditee comments:

FINDING 1

ROSS Resident Services Delivery Model Applications were Improperly Ranked.
RECOMMENDATION |:

Assign an individual, or at least one level of management above the grant administrator, to monitor and

test compliance with the grant rating and ranking procedures established in the ROSS/RSDM Reviewer's
Guide
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Appendix B

Auditee Comments

AUDITEE COMMEMN

The recommendation 15 accepted by the GMC and efforts were already underway to strengthen this area.
GMC’s processing of PIH programs include several steps not addressed in the audit that serve to assure a
reasonable confidence of the scores assigned applications, Specifically, applications are roviewed
independently by 2 reviewers, scores are reconciled iff the point difference between the reviewers is
greater than 10 points and using the average of the 2 independent reviews as the actual final score
virtually eliminates any significant difference in scores, In addition, checks exist in the database that
produces all final calculations, i.¢., scores to ensure accuracy.

GMC meorporated enhancements to procedures defined m PIH's Grants Management HUD Handbook
7490.1 1o establish its operating procedures. Specifically, Handbook 7490.1 provided oversight of the
review process by a Grant Admimistrator; provided that reviewers read no more than 10 applications; and
did not require reconciliation to reviews except where reviewer scores were 20 or more points apart. The
GMC improved upon this by including Team Leaders to provide direct assistance in the review process:
and reduced the point spread from 20 points to 10 points for apphications requinng reconciliation. Given
limited resources and the volume of applications received by the GMC, reviewers review on average
about 30 applications, three times more than the 10 applications recommended in Handbook 7490.1
However, practices implemented by the GMC provide a reasonable confidence that applications anc
scored appropriately. Two independent reviews of each RSDM application are averaged o produce the
final score.  All reviews with a score difference of 10 or more points {(not the 20 points recommended in
Handbook 7490.1) require reconciliation to resolve scoring differences.

The GMC use of its database in the process provides automated edits and checks for potential errors. The
individual scores for all components of a rating factor are entered and calculated in the database for cach
reviewer. The database also produces the average score that 8 used for the ranking. Consequently, the
scores used for the final recommendations are mathematically correct. Error reports are produced where

data entered for any rating element is out of the range of possible parameters or not consistent with pre-
defined options. Applicable corrections are determined, verified and made in the database

EINDING 2:

GMC Needs 1o Develop Baseline Information and Performance Goals and Indicators
RECOMMENDATION 2:

We recommend that GMC's director:

1A Develop baseling formation for performance comparisons

2B Establish goals to monitor performance in terms of quality, tmeliness, and cost

2C Develop key performance indicators that compare actual performance goals
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Appendix B

Auditee Comments

AUDITEE COMMENTS:

With the full implementation of the GMC, the draft audit report concluded on page 11 that “PIH has
streamlined the grant processing activities in accordance with the HUD 2020 concept. 'We could not
evaluate whether HUD's consolidation of the grant process has resulted in increased efficiency because
GMC did not develop or provide the decision-makers with data on how efficiency has improved.” GMC
has streamlined the grant functions as intended by HUD 2020 | is not clear to GMC management as to
what bascline information is required and what measurements would resolve this issue. Therefore, the
GMC feels that the Inspector General's recommendation #2 is unclear and has asked for further guidance
on this finding and the recommendations 24, 2B, and 2C. The GMC management looks forward to
working with the Inspector General to meet the requirements recommended by the [nspector General.
The Inspector General concluded on page i1 that GMC management did not compare actual operation to
planned or expected results, instead tned to link its activities in HUD's strategic goals (see Appendix A).
Wi ask that this statcment be completely removed from the report since it is untroe. GMC management
did not link its activities to HUD s Strategic goals or BOP goals solely. These were broad Departmental
initiatives established by HUD to meet broad goals and objectives of the Department. As indicated
repeatedly, GMC management utilized contractor support Accenture, Microsoft Project and other
management tracking lools to compare actual operation to planned or expected results. The GMC does
track performance utilizing Microsoft Project software and other management tracking tools which track
workload performance. Appendix A should be completely removed from the report since it is irrelevant
to the draft report. GMC management agrees with the Inspector General that there 15 no apparent
historical data or statistical analvsis that indicates pre-GMC and post-GMC (i.c., historical and
baseline/benchmark information). GMC asked whether contractor assistance to develop such a report
should be done. The Inspector General indicated that there is internal assistance that could assist in this
endeavor, ‘GMC awaits the O1G direction on this issue,

If vou have any questions or comments regarding this response, please feel free 1o contact me on
(202) T08-0614 extension 7666,
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Appendix D

Distribution

Principd Staff

Secretary’ s Representatives

Audit Liaison Officer, Public and Indian Housing, PF

Departmenta Audit Liaison Officer, FM, Room 2206

Chief Financid Officer

Acquigtions Librarian

Sharon Pinkerton, Senior Advisor, Subcommittee on Crimind Justice, Drug Policy & Human
Resources, B373 Rayburn House Office Building, Washington, DC 20515

Cindy Fogleman, Subcommittee on Oversight and Investigations, Room 212, O’ Neil House Office
Building, Washington, DC 20515

Stanley Czerwinski, Associate Director, Housing and Telecommunications Issues, U.S. Generd
Accounting Office, 441 G Street, NW, Room 2T23, Washington, DC 20548

Steve Redburn, Chief, Housing Branch, Office of Management and Budget, Room 9226, 725 17"
Street, NW, New Executive Office Building, Washington, DC 20503

The Honorable Fred Thompson, Ranking Member, Committee on Governmenta Affairs, 340
Dirksen Senate Office Building, United States Senate, Washington, DC 20510

The Honorable Joseph Lieberman, Chairman, Committee on Governmental Affairs, 706 Hart Senate
Office Building, United States Senate, Washington, DC 20510

The Honorable Dan Burton, Chairman, Committee on Government Reform, 2185 Rayburn Building,
House of Representatives, Washington, DC 20515

The Honorable Henry A. Waxman, Ranking Member, Committee on Government Reform, 2204
Rayburn Building, House of Representatives, Washington, DC 20515

Andy Cochran, House Committee on Financia Services, 2129 Rayburn H.O.B, Washington, DC
20510
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